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Statement by the Chairman, Lord Sieff of Brimpton, O.B.E., B.A. 


To Our Shareholders 


For the year ended January 31, 1981, a fifty-three week period, sales increased by 16% to $207,889,000. 
Earnings from continuing operations increased to $4,424,000 from $2,350,000 last year. After the cost of store 
closures this year and extraordinary income tax reductions in both years, net earnings amounted to $6,567,000 
compared with $3,300,000 last year. 


The difficult economic climate of 1980 led to some slowing down of consumer spending on clothing and, as | 
reported last year, we decided that the year just ended should be a year of consolidation. 


The following figures show a satisfactory performance in the light of these trading conditions: 


Earnings per share from continuing 
operations 

Earnings per share after extraordinary 
item 

Cash flow per share 

Dividends per share 

Working capital 

Capital expenditures 

Number of stores in operation 

Total selling area in square feet 


$17,940,000 | $14,074,000 
$ 3,218,000 | $12,144,000 

189 190 
LOW eO00 1,882,000 


| am pleased to report that the Board of Directors have decided that the results for the year justified an 
increase in dividends. Ten cents per share, on the issued and outstanding common and preference shares, 
was paid on April 30, 1981. Last year a total dividend of ten cents per share was paid in equal installments in 
April and October. 

During the year, we re-allocated some of the corporate costs to ensure that they were charged to the divisions 
which incurred them. Therefore, in the divisional review which follows, the figures for last year have been 
restated where necessary to be comparable to this year's results. 


On behalf of the Board of Directors, | wish to thank all our staff for their enthusiasm and loyalty, our customers 
for their continued support and our suppliers for their co-operation and advice. 


Divisional Review 
MARKS & SPENCER 


This division’s sales for the year were $93,896,000 compared with $81,591,000 last year. Textile sales 
increased by 17% to $80,310,000 and food sales by 5% to $13,586,000. 


For the year, the loss from continuing operations was $2,944,000 compared with $5,843,000. The cost of store 
closures, primarily the termination of the Sarnia lease and the disposal of the Yonge Street property, amounted 
to $1,153,000 giving a final loss of $4,097,000 compared to $5,843,000 last year. 


We have continued to develop with Canadian suppliers who have contributed to the progress of St. Michael 
clothing and food suitable for our Canadian customers. Canadian manufacturers supply 90% of our textile 
requirements and have shown they can produce quality merchandise at prices which represent good value. 
Our technologists work closely with our suppliers to achieve improved standards. We plan to introduce some 
new departments to expand the range of St. Michael merchandise. We are doing trials of a range of flowering 
and green plants as well as toiletries and will do trials of infants’ wear, footwear and luggage. 


Food sales increased only moderately as customers resisted increases in prices of food imported from Great 
Britain. We have given priority to increasing the proportion of Canadian produced foods; now over 60% are 
made in Canada compared with 30% last year. The improved ranges and better values achieved in Canada 
have enabled the food group to make good progress in the latter part of the year and we anticipate that this 
increase will be accelerated in the year ahead. 


In Toronto, the store in Fairview Mall moved to a new location and doubled its selling area. In Vancouver, the 
Granville Street store selling area was increased by 5,500 square feet. The stores in North Bay and Sarnia, 
Ontario, were closed. At January 31, 1981, the division operated 58 stores trading on 526,000 square feet. 


Since the end of the year, the store in Truro, Nova Scotia has been closed and will reopen as a Peoples store. 
The Yonge Street store has been closed, the property sold and the new owners take possession on June 30, 
1981. The disposal of Sarnia, Yonge Street and Truro stores will, for future reporting periods, result in the 
elimination of store operating losses and interest costs that amounted to approximately $900,000 in fiscal 
1980/81. 


In August and September of 1981, new stores will be opened in the following locations: 


Hamilton, Ontario — Limeridge Mall 
Regina, Saskatchewan —_ Cornwall Centre 
Calgary, Alberta — Sunridge Mall 
Edmonton, Alberta a West Edmonton Mall 
Edmonton, Alberta -- Heritage Mall 


This will increase the selling area by 56,000 square feet and require a capital investment of approximately 
$3,500,000. 


D'ALLAIRD’S 


This division's sales for the year increased by 12% to $38,722,000 from $34,540,000. Earnings from continuing 
operations, before income taxes, increased marginally to $5,391,000 from $5,339,000 last year. This modest 
increase can be attributed to a decrease in margin of approximately 1% resulting from higher markdowns this 
year and an increase in operating costs of 15% over last year. 


The D’Allaird’s division specializes in coats, suits, dresses and sportswear for the working woman, 
predominantly in sizes 10 to 16. Over 90% of the merchandise is sold under the D’Allaird’s label and is 
exclusively styled to rigorous standards of quality, fit and colour. Our customers are offered a totally colour 
co-ordinated line of fashionable merchandise at outstanding values. 


During the year ended January 31, 1981, D’Allaird’s opened stores in Sydney, Nova Scotia, and Winnipeg, 
Manitoba. A store in Vancouver, British Columbia was closed. These developments added a net 3,100 square 
feet of selling space. At January 31, 1981, the division operated 67 stores trading on 244,000 square feet. 


The following new stores will be opened this year: 


Kamloops, British Columbia — Aberdeen Mall 
Nanaimo, British Columbia — Woodgrove Centre 
Calgary, Alberta — Sunridge Mall 
Edmonton, Alberta i Heritage Mall 
Edmonton, Alberta a= West Edmonton Mall 
Red Deer, Alberta — Bower Place 
Hamilton, Ontario — Limeridge Mall 
Quebec City, Quebec La Capitale 

Regina, Saskatchewan — Cornwall Centre 


The Regina store located on Hamilton Street will be closed. In all, 28,000 square feet of selling space will be 
added requiring a capital investment of approximately $1,250,000. 

D'Allaird's has experimented with point-of-sale equipment which should result in a faster, more accurate 
response to the merchandise needs of stores. This equipment, if approved for extension to all the division's 
stores, will require a capital investment of approximately $650,000. 


PEOPLES 


The Peoples division made excellent progress. Sales for the year increased by 19% to $75,271,000 from 
$63,470,000. Earnings from continuing operations, before income taxes, increased to $5,327,000 from 
$3,804,000 last year. 


The stores in the Peoples division operate up to 31 departments and are classified as a chain of junior 
department stores carrying medium to lower priced merchandise. The division’s success results, to a large 
extent, from the ability of its buying departments to react quickly to the availability of attractive merchandise at 
good prices. These values are publicized by extensive media advertising at both the local and chainwide 
levels. 


During the year, a new store was opened in Shelburne, Nova Scotia. Stores, averaging 20,000 square feet of 
selling space, were opened in shopping malls in Chandler, Plessisville and Bagotville, Quebec, and North 
Sydney, Nova Scotia, replacing downtown stores. The stores in Collingwood and Goderich, Ontario were also 
closed. These developments added 47,000 square feet of selling space. As at January 31, 1981, the division 
was operating 64 stores with a selling area of 1,141,000 square feet. 


During the current year, new stores will open in Truro, Nova Scotia and Shippegan, New Brunswick. This 
additional 41,000 square feet of selling space will require a capital investment of approximately $400,000. 


OUTLOOK 


During 1981, 12 million square feet of new retail space will open in Canada, intensifying competition for a 
share of the market. However, we are confident that with improved ranges of merchandise, all divisions will 
meet the challenge and make further progress. 


The Corporation's results for the present financial year should show an improvement over 1980/81. 


Sa ff f Boch 


Montreal, Canada 
May 1981 
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Historical Summary 


Operations ($000’s) 
Sales 


Earnings (loss) from continuing operations 
before income taxes 
Income taxes 


Earnings (loss) from continuing operations 
Discontinued operations 


Earnings (loss) before extraordinary items 
Extraordinary items 


Net earnings (loss) 


Net earnings (loss) as a percentage 
of sales 


Per Share of Common Stock (dollars) 
Basic net earnings (loss) from continuing 
operations (note 2) 
Dividends 


Statistics 
Number of stores 
Selling area (thousands of square feet) 


Years ended January 31, 
1981 1980 1979 
(unaudited) 


207,889 19,601 151,844 


Years ended July 31, 


Common shares issued and outstanding (note 2) 4,829,638 4,807,138 4,769,638 


Other ($000’s) 
Working capital (deficiency) 
Capital expenditures 
Rent 


Notes 


7,774 3,300 1,522 
(3,350) (950) (442) 
4,424 2,350 1,080 
(807) = di 
3,617 2,350 1,080 
2,950 950 (2,330) 
6,567 3,300 (1,250) 
3.2% 1.8% (0.8%) 
92 49 23 
10 Nil Nil 
189 190 178 
1,911 1,882 1,719 
17,940 14,074 8,252 
3,218 12,144 6,673 


15,877 13,645 12,389 


1. The Corporation changed its fiscal year end from July 31 to January 31, effective January 31, 1979 
2. Based on the weighted average number of shares outstanding during each year 


1978 1977 
140,708 130,958 
(26) (1,186) 
817) (430) 
(843) (1,616) 
(843) (1,616) 
(2,917) 950 
(3,760) (666) 
(2.7%) (0.5%) 
(18) (34) 

Nil Nil 

168 178 

1,647 1,714 
4,769,638 4,769,638 
4,492 (3,995) 
8,015 3,941 
G74) O22 


Marks & Spencer Canada Inc. 


Balance Sheet 
as at January 31, 1981 
(in thousands of dollars) 


ASSETS 
1980 
Current assets 
Accounts receivable 580 
Inventories B0,202 
Prepaid expenses 1,584 
Current portion of mortgages receivable 645 
38,091 
Fixed Assets 
Accumulated 
Cost depreciation 
Land 3,009 — 3,009 
Buildings 4,599 464 4,213 
Fixtures and equipment 23,861 8,530 OWES 
31,969 8,994 22,097 
Leasehold improvements — at cost, 
less amortization 18,249 
41,146 
Mortgages Receivable 516 
Loans to Directors and Employees 848 
80,601 


SIGNED ON BEHALF OF THE BOARD 


SIEFF OF BRIMPTON, Director 


D. RAYNER, Director 


LIABILITIES 


Current Liabilities 
Bank advances 
Accounts payable 
Trade 
Marks and Spencer Limited 
Mortgage payable 


Loan from Marks and Spencer Limited 
Mortgages Payable 


SHAREHOLDERS’ EQUITY 
Capital Stock 
Authorized 


Unlimited number of non-cumulative, 
convertible, participating, 
preference shares 


Unlimited number of common shares 
Issued and fully paid 


400,000 preference shares 
4,829,638 common shares 


Retained Earnings 


1980 


Marks & Spencer Canada Inc. 


Statement of Earnings 
and Retained Earnings 
for the year ended 
January 31, 1981 

(in thousands of dollars) 


1980 
(52 weeks) 
Sales 179,601 
Expenses 
Cost of sales, operating and 
administrative expenses 15/5305 
Rent 13,645 
Interest on short-term debt 1006 
Interest on long-term debt 841 
Depreciation and amortization 2,743 
176,301 
Earnings from Continuing Operations 
before Income Taxes 3,300 
Provision for Income Taxes 950 
Earnings from Continuing Operations 2,350 
Discontinued Operations 
Store closure costs (net of income 
tax recovery of $400) oa 
Earnings before Extraordinary Item 2,350 
Extraordinary Item 
Reduction of current year’s income taxes on 
application of prior years’ losses 950 
Net Earnings for the Year 3,300 
Retained Earnings — Beginning of Year pales 
: 5,294 
Dividends Paid 
Preference shares ‘at 
Common shares oo 
Retained Earnings — End of Year __5,254 
Earnings per Share 
From continuing operations __ $0.49 
Before extraordinary item $0.49 
After extraordinary item __ $0.69 


Statement of Changes 
in Financial Position 
for the year ended 
January 31, 1981 

(in thousands of dollars) 


1980 
(52 weeks) 
Source of Working Capital 
Provided from operations Dylieze 
Extraordinary item 950 
6,072 
Proceeds from sale of properties 840 
Loan from Marks and Spencer Limited — net 18,000 
Mortgages receivable 355 
Increase in share capital 300 
Zoos 
Use of Working Capital 
Additions to fixed assets 12,144 
Less mortgage assumed (2,700) 
Repayment of bank advances 10,000 
Loans to directors and employees — net 554 
Mortgages payable 2 
Dividends a 
20,000 
Increase in Working Capital Dee 
Working Capital — Beginning of Year SiZoc 
Working Capital — End of Year 14,074 


Marks & Spencer Canada Inc. 


Notes to Financial Statements 
for the year ended January 31, 1981 


1. Significant Accounting Policies 

Basis of preparation of financial statements 

These financial statements include the accounts of 
the corporation's operating divisions: Marks & 
Spencer, D’Allaird’s and Peoples. 


Inventories 

Inventories are valued at the lower of cost and net 
realizable value less normal profit margin as 
determined by the “retail method” of inventory 
valuation. 


Depreciation and amortization 
Depreciation and amortization are charged against 
earnings on a straight-line basis over the following 
estimated useful lives: 
Buildings — 40 years 
Fixtures and equipment — 10 years 
Leasehold improvements — over the terms of 
the related leases plus the first option period, 
where applicable, resulting in an amortization 
term of between 5 and 30 years. 


2 Loans to Directors and Employees 


These loans are interest free and consist of the 
following: 


1981 1980 
(in thousands of dollars) 
Directors — 
House purchase loan 106 108 
Stock purchase plan 555 559 
661 663 
Employees — 
House purchase loans 265 185 
u20 848 


House purchase loans are secured by mortgages on 
the relevant properties. The loans under the stock 
purchase plan are due for repayment on or before 
June 18, 1984. 


3. Mortgages Receivable 


Mortgages receivable, with an interest rate of 10% 
per annum, were granted upon the sale of 
properties formerly utilized by the corporation and 
mature as follows: 


1981 1980 

(in thousands of dollars) 

1980 os 636 
1981 tks 115 
1983 402 410 
S17 leiGa 

Less: current portion 125 645 
392 516 

4. Related Party Transactions 


Merchandise purchases 


During the year the landed cost of merchandise 
purchased for resale from Marks and Spencer 
Limited, the parent company, amounted to 
$6,030,000 (1980 — $8,475,000) representing 
approximately 11% (1980 — 16%) of total 
merchandise purchases by the Marks & Spencer 
division. Payment for this merchandise is due 180 
days after the end of the month of shipment. No 
merchandise was purchased from the parent 
company by the D’Allaird's and Peoples divisions. 


Loan 


The loan from Marks and Spencer Limited is interest 
free, due for repayment in June 1989 and will not 
result in any foreign exchange exposure for the 
corporation or its parent company. 


D Mortgages Payable 


Mortgages payable, which are secured by certain 
land and buildings, have the following terms: 


1981 1980 
a (in thousands of dollars) 
Current portion Oe, << 
Long-term portion — 
10%4% — due December 1982 -- 2,700 


11% — due September 1999 3/9 


381 
379 


3,081 


As a consequence of the agreement to sell the 
Yonge Street property on June 30, 1981, the related 
$2,700,000 debt, previously due in December 1982, 
will be retired during the coming fiscal year. 


6. Capital Stock 


(a) The 400,000 non-cumulative, convertible, 
participating, preference shares bear non-cumulative 
annual dividends of one-tenth of one cent per share. 


TO eters es cree eee ere 


In addition, they are entitled to the same dividend 
per share as that declared for common shares; 
these shares are also convertible to common shares 
on a one for one basis at the option of the holder. 


(6) The corporation has reserved 575,000 common 
shares as follows: 


i) 400,000 shares relating to the issued and 
outstanding convertible preference shares. 


li) 175,000 shares under the “key employee’”’ 
stock option plan. The corporation has 
granted options on 155,000 common 
shares, including 10,000 shares to an 
officer and 35,000 shares to two directors 
who are also officers. These options are 
exercisable at a price of $8.33 per share 
and may be exercised at the rate of 20% 
per annum on a cumulative basis 
commencing June 1980. The options expire 
in June 1989. 


Th Discontinued Operations 

The total cost of the closure of nine stores during the 
year and one store subsequent to the year-end 
amounted to $1,527,000; $720,000 of this amount 
had been provided in a prior year resulting in a 
charge this year of $807,000. The total cost includes 
losses on disposal of fixed assets, severance 
payments to employees and a lease termination 
payment, net of applicable income tax recoveries. 


8. Net Earnings per Share 

Net earnings per share have been calculated on the 
basis of 4,829,638 (1980 — 4,807,138) shares being 
the weighted average number of common shares 
outstanding during the year. Fully diluted earnings 
per share are calculated on the number of shares 
that would have been outstanding had the 
conversion privileges described in note 6 been 
exercised at the beginning of each financial year. 


Fully diluted earnings per share are: 


1981 1980 
From continuing operations $0.82 $0.44 
Before extraordinary item $0.67 $0.44 
After extraordinary item Sine 0.62 


9. Leases 


Future minimum rentals under property leases, 
which are all classified as operating leases, are as 
follows: 


Years ending (in thousands 
January 31, of dollars) 
1982 1220 
1983 12,183 
1984 IieO7a 
1985 11,406 
1986 10,719 
Thereafter 75,089 
133,988 
10. Income Taxes 


(a) The provision for income taxes is calculated 
after giving effect to the 3% inventory allowance of 
approximately $1,060,000 (1980 — $860,000). 


(b) The corporation intends to refile its income tax 
returns for prior years and claim maximum capital 
cost allowances, thereby creating tax losses of 
$9,270,000 which will be available to reduce future 
years’ taxable income. Accordingly, the net book 
value of fixed assets will exceed the undepreciated 
Capital cost for income tax purposes by $7,650,000. 
As a result, the corporation has unrecognized net 
timing differences of $1,620,000 available to reduce 
future income taxes. 


11. Pension Plan 

The funding requirements for current service 
pension costs, based on actuarial determinations, 
are charged to earnings. An actuarial valuation of 
the pension plan as at December 31, 1979 indicated 
that the plan is fully funded. 


12: Reclassifications 


Certain of the 1980 amounts have been reclassified 
for comparative purposes. 


We 


Marks & Spencer Canada Inc. 


Auditors’ Report 
to the Shareholders 


We have examined the balance sheet of Marks & Spencer Canada Inc. 
as at January 31, 1981 and the statements of earnings and retained 
earnings and changes in financial position for the year then ended. Our 
examination was made in accordance with generally accepted auditing 
standards, and accordingly included such tests and other procedures 
aS we considered necessary in the circumstances. 


In our opinion, these financial statements present fairly the financial 
position of the corporation as at January 31, 1981 and the results of its 
operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Toronto, Ontario COOPERS & LYBRAND 
March 13, 1981 CHARTERED ACCOUNTANTS 
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